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Action organizations 
Political campaign activities 94 


Administrative expenses 

Estate tax deduction for interest due on install- 
ment payment of estate tax reduces amount 
of marital deduction available (TAM) 13, 15 

Section 6166 interest on deferred estate tax lia- 
bility deductible against pre-TRA 1986 alter- 
native minimum taxable income (US TC) 77 


Advance rulings 

General powers of appointment (RP) 18, 54, 
145 

Marital deduction power of appointment trusts 
(RP) 18, 54, 145 

Terminable interests (RP) 18, 54, 145 


Aliens 

In general 180 
Non-resident alien 181 
—Estate taxation 182 
—Gift taxation 181 
Resident alien 181 
—Estate taxation 182 
—Gift taxation 181 


Allocations 
Grandfathered amount among qualified plan 
distributions 72, 76 


Alternative minimum tax 

Bargain sales to charity 25, 43 

Pre-TRA 1986, §6166 interest on deferred es- 
tate tax liability deductible against AMTI 
(US TC) 77 


Annua! gift tax exclusion 

Crummey trusts (TAM) 18, 49 

Estate freeze transfers 67 

Future interests ineligibility 11 

Generation-skipping transfer tax exemption for 
excluded gifts 49 

—Technical and Miscellaneous Revenue Act of 
1988 amendments 218 

Reciprocal transfers recharacterized as gifts to 
children (TAM) 19 





Annuities 

Estate tax treatment 

—Death benefit plan distributions 185 

—Lump-sum distribution at decedent’s death 
paid to son and reported as capital gain, as 
well as decedent’s annuity, includible in gross 
estate (CA 4) 13 

Guaranteed annuity, definition 144 

Tax-deferred annuities, §403(b) 215 

—Distributions of benefits 215 

—Limitations on employer contributions 215 

—Taxation of distributions 215 


Apportionment 
Excess accumulations tax on qualified retire- 
ment plans between estate and beneficiary 75 


Assessment of tax 
Termination assessments in cases of flagrant po- 
litical expenditures, §6852 ... 99 


Assignment of income doctrine 
Irrevocable assignment not subject to grantor 
trust rules (PLR) 6 


Attorney’s fees 

IRS unreasonableness, delays, and use of re- 
jected arguments in unregistered stock case 
warrants award of attorney’s fees and costs to 
taxpayers (US TC) 17 


B 


Bank accounts 

Joint accounts not completed inter vivos gifts, 
surviving spouse may disclaim after decedent 
spouse’s death (PLR) 20 


Bargain sales to charity 

Amount of charitable income tax deduction 43 

Charitable contributions of encumbered proper- 
ty compared 42, 46 

Charitable remainder trust transfers 24 

Crane v. Comr. (US SupCt) 27 

Depreciation deduction not taken on trans- 
ferred property 45 

Disguised sale concept 46 

Loan theory 33, 45 

Pre-TRA 1969 law 24 





Real property subject to encumbrance 
—In general 23, 24 

—Basis 25, 27, 42, 46 

—Formula for determining gain 25, 43, 47 
Tax preference items 25, 43, 47 

TRA 1969 amendments 25 


Basis 

Bargain sales to charity 25, 27, 42, 46 

Estate bound by closing agreement with respect 
to estate tax basis of notes for income tax 
purposes (US TC) 17 

Jointly-held property intended to be held as 
community property, entitled to basis step-up 
at death (RR) 7 

Partnership property subject to encumbrance, 
sale of 34 


Belgium 
Estate planning 155 
Gift and estate taxation 151 


Beneficiaries 

Life insurance beneficiary liable for estate tax 
attributable to inclusion of proceeds in gross 
estate (CA 11) 17 


Beneficiary trusts 
See 
—Charitable remainder trusts 


Bequests to surviving spouse 
See 
—Marital deduction (Estate tax) 


Bonds 
See 
—Housing Act of 1937 Bonds 


Buy-sell agreements 

See also 

—Stock purchase agreements 
Savings clauses 85 
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Estate planning 158 
Gift and estate taxation 156 
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Capital gains and losses 

Bargain sales to charity of encumbered real 
property 26, 42, 45 

Distributable net income includes portion of 
capital gain allocated to trust income (TAM) 
5 


Fair market value, effect on amount realized in 
transfer of encumbered property 34 

Net gifts 36, 38 

Substantially disproportionate redemption of 
stock test (RR) 56 


Certificates of deposit 
Interest, non-forfeitable at death, includible in 
gross estate (CA 10) 10 


Charitable contributions 

See also 

—Bargain sales to charity 

Charitable organizations as beneficiaries of re- 
tirement plans 216 

Charitable split interest rules applicability to 
gift of farm (TAM) 147 

Encumbered property contributions v. bargain 
sales to charity of encumbered property 42, 
46 

Fair market value (CA 11) 4 

Negotiable warehouse receipts, completeness of 
gift and timing of deduction (US TC) 4 

Real property, tax-assessed value as fair market 
value (CA 6) 4 

Section 306 stock (US TC) 4, 192 


Charitable estate tax deductions 

Bona fide dispute settlement over charitable re- 
mainder trust (CA 10) 14 

Charitable split interest rules applicability, de- 
duction allowed where non-charitable benefi- 
ciary paid adequate consideration for farm- 
land (TAM) 147 

Decedent’s “wish” to devise land for charitable 
use not sufficient language to permit charita- 
ble deduction (PLR) 14 


Charitable gift tax deductions 

Commutation clause in charitable income annu- 
ity trust disqualifies trust except if clause not 
exercisable by trustee (TAM) 20 

Commutation power in charitable lead annuity 
trust prevents charitable deduction for trust 
interest (RR) 144 

Savings clauses 84, 89 ' 

Valuation of remainder interest contributed to 
charity with individual as tenant in common 
(RR) 20 


Charitable income tax deductions 

Bargain sales 43 

Fixed donations to Church of Scientology in 
return for participation in religious practices 
deductible (CA 8) 4 

No charitable motivation present in donation of 
land for use as highway interchange (US TC) 
4 

Section 661(a) deduction applied to distribu- 
tions to charitable remainder annuity trust as 
residuary beneficiary of estate (GCM) 104 

State law allocation of income to residuary es- 
tate, set aside deduction allowed estate where 
charity residuary beneficiary (PLR) 5 

Valuation of §306 stock contribution, amount of 
deduction limited to stock basis (US TC) 192 


Charitable income trusts 

Commutation clause in annuity trust disquali- 
fies trust except if clause not exercisable by 
trustee (TAM) 20 

Commutation clause in annuity trust disquali- 
fies trust (GCM) (TAM) 53 





Commutation power in annuity trust prevents 
charitable deduction for trust interest (RR) 
144 

Court-authorized prepayment of annuity trust 
does not violate private foundation rules 
(PLR) 144 

Distributable net income items control over 
trust ordering clause in determining charita- 
ble annuity payments (PLR) 5 

Private foundation excise taxes, applicability to 
annuity trusts (RR) 218 

Savings clause prevents disqualification (GCM) 
(TAM) 53 


Charitable lead trusts 
See 
—Charitable income trusts 


Charitable remainder trusts 

Bargain sales of encumbered real property to 
trust 24 

Estate distributions to individual trust benefi- 
ciary deemed to have been made through re- 
siduary charitable remainder trust (GCM) 
104 

Estate may take estate tax charitable deduction 
for remainder amount determined pursuant 
to bona fide dispute settlement (CA 10) 13 

Savings clauses 84, 85, 89, 90 

Section 661(a) deduction applied to distribu- 
tions to annuity trust as residuary beneficiary 
of estate, §642(c)(2) deduction not applica- 
ble (GCM) 104 

Unitrust’s sale of non-income producing appre- 
ciated real property and investment of entire 
proceeds in life insurance on unitrust recipi- 
ents’ life (PLR) 56 


Checks 

Gifts not complete until checks presented at 
bank and honored in due course (US TC) 18 

Non-charitable gifts included in gross estate 
where checks delivered, but not cashed, prior 
to donor-decedent’s death (CA 7) 10 


Civil tax penalties 
Failure of public charity to file information re- 
turn, §6652(c) 101 


Claims against estate 

Settlement obligation payments deductible by 
estate to extent of value of former spouse’s 
life estate in trust established in lieu of sup- 
port (US TC) 13 


Clifford trusts 
Savings clauses 90 


Closely-held businesses 

See also 

—Extension of time for payment of estate tax, 
§6166 

Estate freezes 12, 63, 115 

Restrictions imposed in trust instrument ig- 
nored for determination of estate or gift tax 
valuation of stock (CA 7) 106 


Closing agreements 

Estate bound by agreement with respect to es- 
tate tax basis of notes for income tax pur- 
poses (US TC) 17 


Community property 

Domicile, effect of change upon community 
property rights 205 

Jointly-held property held as community prop- 
erty entitled to basis step-up at death (RR) 7 

One-half of community property-based trust 
amount for which decedent had life estate 





includible in estate, minus §2043 consider- 
ation received (US ClsCt) 12 


Credits against taxes 

See 

—Estate tax credit for tax on prior transfers 
—State death taxes credit 

—Unified estate and gift tax credit 


Crummey trusts 

In general 49 

$5,000 or 5 percent withdrawal power 49, 52 

Annual gift tax exclusion (TAM) 18, 49 

Life insurance trust with Crummey withdrawal 
power 51 


D 


Death benefit plans 

In general 185 

Estate tax treatment 186 

—Annuities 185 

—Retained life estate provisions 185, 186 

—Revocable transfer provisions 185, 186 

Gift tax treatment 185, 187 

—Open transaction theory of IRS 186 

Majority control over corporation does not 
cause non-qualifying death benefits to be in- 
cluded in decedent’s estate (TAM) 12, 186 

Majority shareholder of corporation, includibili- 
ty in estate of 186 

—RMajority control over corporation does not 
cause non-qualifying death benefits to be in- 
cluded in decedent’s estate (TAM) 12 

Non-voluntary v. voluntary plans 185, 188 


Death tax payment redemptions, §303 
Non-voting stock issued after shareholder’s 
death qualifies for §303 redemption (RR) 79 


Debt obligations 
Prearranged agreement between parent and 
child not bona fide debt obligation (RR) 3 


Deductions 

See also 

—Charitable estate tax deductions 

—Charitable gift tax deductions 

—Charitable income tax deductions 

—Marital deduction (Estate tax) 

—NMarital deduction (Gift tax) 

Estate tax deduction for income tax due at date 
of decedent’s death disallowed where estate 
later received full refund of tax paid (CA 8) 
218 

Income tax deduction not allowed estate which 
did not place distribution beyond its recall 
(US:TE).5 


Default judgments 

Transferee liability not contestable in Tax 
Court by estate beneficiaries who were aware 
of default proceeding for estate tax deficiency 
(US TC) 18 


Deferred compensation plans 

State and local government and tax-exempt or- 
ganization plans, §457 ... 215 

—Distribution of benefits 216 

—Limitation on deferral of compensation 215 

—Taxation of distributions 216 


Deficiencies 

Co-executor waiver of limitations period effec- 
tive against non-signing co-executor (CA 6) 
17 


Definitions 
Acquisition indebtedness 23 
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Definitions—Contd. 

Amount realized 28, 42 

Debt-financed property 23 

Disproportionately large share of potential ap- 
preciation 123, 142 

Enterprise 123, 142 

Equity 28 

Family 123, 142 

Future interests 49 

Guaranteed annuity 144 

Organization manager, for §4955 purposes 97 

Political expenditure, §4955(d)(1) 98 

Property 28 

Rights 123, 142 

Sale 30, 42, 44, 46 

Savings clauses 83 

Self-dealing 24 

Substantial interest 64, 142 

Transfer 123, 135, 142 

Unrelated business taxable income 23 

Unrelated trade or business 23 


Denmark 
Estate planning 160 
Gift and estate taxation 159 


Disclaimers 

Bank accounts not completed inter vivos gifts, 
surviving spouse may disclaim after decedent 
spouse’s death (PLR) 20 

Generation-skipping transfer tax liabiity does 
not attach to disclaimers made after 
10/22/86, disclaimers refer back to date of 
death (PLR) 22 

Jointly-owned property, two transfer treatment 
in states permitting partition of property at 
will, disclaimer at death of spouse valid (CA 
7) 20 

Marital deduction not available after disclaimer 
of life estate in favor of statutory share (US 
TC) 14 

State law requirements must be met in order 
for qualified disclaimer of pre-1982 joint in- 
terests to be valid (US TC) 20 

Time limitation in which to make qualified dis- 
claimer against jointly-owned property begins 
day interest created, not at death of spouse 
(US TC) 20 

Wili’s direction to executor to pay, from residu- 
ary estate, estate tax on non-probate assets is 
disclaimable property interest (CA 7) 19 

Withdrawal right disclaimer approved while 
trust beneficiary retains income and principal 
interests (PLR) 192 


Distributable net income (DNI) 

Capital gain portion allocated to income includ- 
ed in computation of DNI (TAM) 5 

Charitable income trust annuity payments de- 
termined by DNI items (PLR) 5 

Formula for determining individual’s share of 
trust DNI (US TC) 78 

Trapping distributions (US TC) 78 


Distributions, estates and trusts 

See also 

—Trapping distributions 

Estate distributions to individual trust benefi- 
ciary deemed to have been made through re- 
siduary charitable remainder trust (GCM) 
104 

Income tax deduction not allowed estate which 
did not place distribution beyond its recall 
(US TC) 5 

Pooled income funds 105 

Tax-exempt income distributions from trust in- 
cludible in cemetary corporation’s income as 
compensation for services (RR) 5 





Distributions, pension & profit-sharing plans 

See also 

—Lump-sum distributions 

Deferred compensation plan distributions 216 

Excise tax on excess distributions, §4981A 213 

—Technical Corrections Act of 1987, see Legis- 
lation, Federal, HR 3545 

—Temporary Regulations 71 

IRA distributions 214 

Qualified retirement plan distributions 212 


Domicile 

In general 203 

Community property rights, effect of domicile 
upon 205, 207 

Creditors’ rights, effect of domicile upon 206 

Domicile of choice 203, 206, 209 

—Changing domicile, planning considerations 
206 

—Requisite intent 203, 206 

Domicile of origin 203 

Double domicile 203 

Estate planning 203 

Incompetent persons 207 

—New York law 207 

Intent as to domicile 203, 206 

Persons having no domicile 204 

State income taxation 204 

—California law 204 

—New York law 204 

—Residence v. domicile 204 

United Kingdom, law of 204 


E 


Economic Recovery Tax Act of 1981 

Marital deduction, estate and gift tax 199 
Qualified terminable interest property 199 
Special use real property valuation election 9 


Election campaigns 

See 

—Lobbying activities of §501(c)(3) organiza- 
tions 


Elections 

See also 

—Special use real property valuation election 

Accelerated withdrawal of qualified plan distri- 
bution grandfathered amounts under discre- 
tionary method of allocation 72, 76 

Grandfather rule, for qualified plan distribu- 
tions 73, 76 

Qualified terminable interest property election 
199 


Elections against will 

Tax Court must independently determine dow- 
er claim’s enforceability under state law, 
bona fide settlement amount not marital de- 
duction (CA 8) 14 


ESOPs 

In general 212 

Estate tax deduction for employer securities 
sold to ESOP, §2057 ... 15 

Revenue Act of 1987 amendments 15 


Estate freezes 

Disappearing value at death not includible in 
estate where expiration of dissolution right at 
death has no effect on value of partners’ in- 
terests (TCM) 8 

Disproportionate share of income or rights re- 
tention by transferor, §2036(c) 63, 115 

—Bona fide sales of remainder interests 121 

—Definitions 120, 123, 142 

—Effective date of subsection 122 

—lIndirect ownership 120 





—Legislative history 117 

—Sales to family members 65, 121 

—Stock options 126 

—Substantial interest 118, 120, 142 

—Text of subsection 141 

—tTransfers for insufficient consideration, 
§2043 ... 122 

Failure to convert preferred stock to common 
stock deemed to be indirect gift from dece- 
dent to children of appreciation of company 
(TAM) 18 

Gifts within three years of decedent’s death 121 

Grantor retained income trusts 69, 133 

Installment sales 68, 125, 131 

Joint purchase arrangements 133 

Life insurance trusts 134 

Liquidations, corporate 137 

—General Utilities doctrine repeal 136, 137 

—Reincorporation 137 

Lump-sum gifting plans 132 

Partial freezes 127 

Partnership capital freezes 67 

Private annuities 68, 124, 131 

Real property transferred to limited partner- 
ship, inclusion in decedent’s estate under 
§2036(a) (TAM) 190 

Recapitalizations, corporate 67, 115, 128, 131 

Redemptions of corporate stock 67 

Remainder interest, sale of 132 

Reorganizations, corporate 134 

Revenue Act of 1987 repeal of use of recapitali- 
zations to freeze value of corporations and 
partnerships 12 

S corporations, creation of non-voting stock 68 

Savings clauses 88 

Spin-off partnerships 135, 138 

Technical and Miscellaneous Revenue Act of 
1988 amendments to §2036(c) estate freeze 
limitations 125, 218 

Techniques available after §2036(c) 69, 126 


Estate planning 

Advance rulings (RP) 145 

Death benefit plans 188 : 

Death tax payment redemptions under §303 ... 
79 

Disclaimer of one interest in trust principal 
while retaining another interest (PLR) 192 

Domicile, effect on planning 203 

Estate freezes 12, 63, 66, 115, 126 

International estate planning 151 

Partnership capital freezes 67 

Qualified terminable interest property 199, 202 

Recapitalizations, corporate 67, 128 

Redemptions of corporate stock 67 

Savings clauses 83, 91, 92 


Estate tax 

See also 

—Charitable estate tax deductions 

—Marital deduction (Estate tax) 

—Overpayment of tax 

— Valuation 

Aliens 182 

Belgium 153 

Canada 158 

Deduction for income tax due at date of dece- 
dent’s death disallowed where estate later re- 
ceived full refund of tax paid (CA 8) 218 

Denmark 159 

France 160 

Germany, Federal Republic of 163 

Housing Act of 1937 Bonds subject to federal 
estate tax (US SupCt) 106 

Ireland 166 

Italy 170 

Life insurance beneficiary liable for estate tax 
attributable to inclusion of proceeds in gross 
estate (CA 11) 17 
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Estate tax—Contd. 
Netherlands 172 
Spain 174 
Switzerland 177 
United Kingdom 179 


Estate tax credit for tax on prior transfers 

Income interest not susceptible to valuation, no 
credit allowed for taxes paid by predeceased 
spouse’s estate (TAM) 7 

Invasion power on behalf of other beneficiaries 
does not render widow’s interest unascertain- 
able, credit allowed (CA 6) 7 


Estates 

See also 

—Administrative expenses 

—Distributions, estates and trusts 

—Gifts within three years of decedent’s death 

Alternative minimum taxable income, adminis- 
trative expenses deduction (US TC) 77 

Death benefit plan distributions, includibility in 
decedent’s estate 185, 186 

Estimated tax 7 

Income taxation 

—State law allocation of income to residuary 
estate, set aside deduction allowed estate 
where charity residuary beneficiary (PLR) 5 


Estimated tax for estates and trusts 
Alternative minimum tax taken into account 7 
Modification of TRA 1986 requirements for 
trusts, see Legislation, Federal, HR 3545 
Waiver of underpayment penalty for install- 
ments made in good faith before 1/1/87 ... 7 


Excess distributions from qualified retirement 
plans, §4981A 

In general 71, 213 

Allocation of grandfathered amounts, discre- 
tionary method and attained age method 72, 
76 

Annual threshold amount 72, 74 

Apportionment of estate tax on excess accumu- 
lations 75 

Credit for §72(t) tax on early distributions 74 

Excess accumulations in qualified retirement 
plans 71, 75 

Grandfathered amounts valuation 72, 73 

Lump-sum distributions 74 

Planning considerations 76 

Reporting requirements 75 

Rollover of distribution into spousal IRA 75 

Temporary Regulations 71 . 

Transition rules 74 


Excise taxes 

See also 

—Transfers to avoid income tax, §1491 

Direct taxes v. excise taxes (US SupCt) 106 

Foundations, private 

—Sections 4943 and 4944 applicability to char- 
itable lead annuity trusts (RR) 218 

—Self-dealing excise tax, §4941 ... 24 

Housing Act of 1937 Bonds subject to excise 
tax liability (US SupCt) 106 

Political expenditures of §501(c)(3) organiza- 
tions, §4955 ... 97 

Section 4981A, excess pension plan distribu- 
tions 213 

—Technical Corrections Act of 1987, see Legis- 
lation, Federal, HR 3545 

—Temporary Regulations 71 


Exempt organizations 

See also 

—Action organizations 

—Public charities 

—Section 501(c)(3) organizations 





Form 990 annual information return, reporting 
requirements under §6033(b) and penalty un- 
der §6652(c) for failure to provide required 
information 100 


Extension of time for payment of estate tax, 
§6166 

Estate tax deduction for interest due on install- 
ment payment of estate tax reduces amount 
of marital deduction available (TAM) 13, 15 

Individual management and rental of properties 
satisfies active business conduct requirement 
(PLR) 16 

Interest on deferred tax liability deductible 
against pre-TRA 1986 alternative minimum 
taxable income (US TC) 77 

Sovereign immunity doctrine blocks District 
Court jurisdiction to hear suit involving plan 
to elect pre-TRA 1976 §6166 provisions (CA 
5) 16 


F 


Farming and ranching 
See 
—Special use real property valuation election 


Flower bonds 

Estate entitled to statutory interest rate from 
date of tender to date refund paid for tax 
overpayment due to BPD rejection of bond 
tender (US ClsCt) 17 


Foreign trusts 

Tax on transfers to avoid income tax not appli- 
cable where foreign trust grantor still owner 
of assets transferred (RR) 6 

U.S. grantor/beneficiary resident in Canada, 
trust not foreign trust, no transfer to avoid 
income tax excise tax (PLR) 6 


Forms 
706 ... 146 
990 ... 100 


France 
Estate planning 162 
Gift and estate taxation 160 


Funeral expenses 
Prepaid trusts, grantor trust rules (RR) 6 


Future interests 

Real property interests gifts neither recorded 
nor acted on by donees deemed to be future 
interests not eligible for §2035 exemption 
(US TC) 11 


G 


Gains and losses 

See also 

—Capital gains and losses 

—Losses 

Bargain sales of encumbered property to chari- 
ty v. charitable contributions of encumbered 
property 42, 46 

Bargain sales to charity of encumbered real 
property 25, 26, 42. 45 

Economic benefit theory 32 

Fair market value, effect on amount realized in 
transfer of encumbered property 34 

Indebtedness, relief from 28, 30 

Net gifts 36, 38, 41 

Partnership property, basis of individual part- 
ner in 34 

State court partition of trust created to distrib- 
ute income to children with remainder to is- 





sue per stirpes does not generate gain or loss 
(PLR) 22 


Generation-skipping transfer tax 

Annual gift tax exclusion, GST tax exemption 
for excluded gifts in trust 49 

Crummey trusts 49 

Direct skips and allocation of tax exemption, 
reporting requirements (Ann) 146 

Disclaimers made after 10/22/86 refer back to 
date of death and do not subject trusts to 
GST tax liability (PLR) 22 

Effective date of TRA 1986 amendments 
(PLR) 55 

Merger of grandfathered trusts not changing 
beneficial interests does not cause loss of 
GST tax exemption or subject transfer to gift 
tax (PLR) 22 

Merger of irrevocable, grandfathered trusts 
with identical terms and beneficiaries ex- 
empted from tax (PLR) 55 

Reformation of grandfathered trust to elimi- 
nate trustee’s power to distribute income or 
principal to grantor’s children not subject to 
tax (PLR) 55 

Special power of appointment release and trust- 
ee power to distribute income to children 
elimination did not affect grandfathered sta- 
tus of trusts (PLR) 22 

Special testamentary power of appointment ex- 
ercise not taxable transaction subject to GST 
tax (PLR) 22 

State court partition of trust created to distrib- 
ute income to children with remainder to is- 
sue per stirpes does not generate GST tax 
liability (PLR) 22 

Technical and Miscellaneous Revenue Act of 
1988 amendments 218 

Technical Corrections Act, see Legislation, 
Federal, HR 2636, S 1350 

Temporary Regulations, corrections to (TD) 

—cConstructive additions to trust 146 

—Filing requirements for inter vivos direct 
skips 146 

Will executed before 10/22/86 and decedent’s 
death in 1986, direct skips not subject to tax 
(PLR) 22 


Germany, Federal Republic of 
Estate planning 164 
Gift and estate taxation 162 


Gift tax 

See also 

—Annual gift tax exclusion 

—Charitable gift tax deductions 

—Marital deduction (Gift tax) 

—Valuation 

Aliens 181 

Belgium 152 

Canada 157 

Children liable for gift taxes on direct gifts but 
not liable as shareholders for gifts made to 
bankrupt company where stock value not in- 
creased (US TC) 21 

Death benefit plan distributions 185 

—Open transaction theory of IRS 186 

Denmark 159 

France 160 

Germany, Federal Republic of 162 

Grantor retained income trusts 103 

Ireland 165 

Italy 169 

Merger of grandfathered trusts not changing 
beneficial interests does not cause loss of 
GST tax exemption or subject transfer to gift 
tax (PLR) 22 

Netherlands 171 
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Gift tax—Contd. 

Preferred stock received in recapitalization, 
failure to use voting right to cause dividends 
to be paid is taxable gift (TAM) 19 

Savings clauses 83 

Section 483 interest rates applicable to intra- 
family installment sale for gift tax purposes 
(CA 7; rvs US TCM) 217 

Spain 173 

Statute of limitations 77 

Switzerland 177 

United Kingdom 179 


Gift tax returns 

Filing of non-fraudulent return runs statute of 
limitations with respect to non-reported gifts 
incurred during year (TAM) 77 


Gifts 

See also 

—Bargain sales to charity 

Bank accounts not completed inter vivos gifts, 
surviving spouse may disclaim after decedent 
spouse’s death (PLR) 20 

Checks not completed gifts until presented at 
bank and honored in due course (US TC) 18 

Continuing gifts 116 

—Non-interest demand loans 116 

Donor’s voluntary payment of donee’s share of 
state gift tax is taxable gift for federal gift 
tax purposes (CA 7) 18 

Encumbered property gifts 34 

—Net gifts, comparison with 36, 38, 39, 41 

Failure to convert preferred stock to common 
stock deemed to be indirect gift from dece- 
dent to children of appreciation of company 
(TAM) 18 

Failure to convert preferred stock to common 
thereby increasing value of common stock 
transferred in recapitalization is taxable gift 
(TAM) 18 

Grantor’s failure to receive reasonable rate of 
income from retained income trust results in 
taxable gift of lost income to remainderman 
(PLR) 103 

Participation in non-contributory survivor’s in- 
come benefit plan not taxable gift to survivor 
where participant did not make volitional 
transfer (TC) 12 

Reciprocal transfers recharacterized as gifts to 
children, gift tax exclusion reduction (TAM) 
19 

Retention of right to sell stock to third party 
does not affect completeness of gift of stock 
remainder interest, value of remainder not 
diminished (PLR) 19 

Testamentary power of appointment retained in 
grantor retained interest trust reduces value 
of remainder but does not effect completeness 
of gift (PLR) 18 


Gifts within three years of decedent’s death 

Death benefit measure of adequate consider- 
ation in transfer of life insurance policy with- 
in three years of death (TAM) 104 

Estate freezes 66, 121 

Husband’s policy on decedent’s life includable 
in decedent’s gross estate under pre-1981 
§2035 (CA 9) 192 

Joint account payment of life insurance premi- 
ums for policy on decedent owned by spouse, 
proceeds not includible in estate (US TCM) 
11 

Life insurance policy transferred from con- 
trolled corporation to decedent’s family with- 
in three years of death includible in dece- 
dent’s estate (TAM) 103 

Life insurance premiums paid by decedent’s 
wholly-owned corporation on policy pur- 





chased by spouse, proceeds not includible in 
estate (US TC) 11 

Net gift gift taxes paid by donees includible in 
estate (US TC) 11 

Pledge of separate property as collateral on note 
used to jointly purchase property not transfer 
(US TC) 11 

Pre-ERTA §2035 not applicable to exchange of 
life insurance policy held in irrevocable trust 
for another policy (TAM) 144 

Section 2032A interaction with §2035 (RR) 11 


Grantor retained income trusts 

Estate freezes 69, 133 

Grantor’s failure to receive reasonable rate of 
income from trust results in taxable gift of 
annual lost income to remainderman (PLR) 
103 

Technical and Miscellaneous Revenue Act of 
1988 exemption of GRITs from §2036(c) es- 
tate freeze limitations 218 

Testamentary power of appointment retained 
by grantor reduces value of remainder inter- 
est but does not effect completeness of gift 
(PLR) 18 

Valuation of interest transferred (PLR) 103 


Grantor trusts 

See also 

—Grantor retained income trusts 

Income for benefit of grantor 

—Private school tuition payments as discharge 
of legal support obligation (US TCM) 6 

Irrevocable assignment not subject to grantor 
trust rules (PLR) 6 

Modification of TRA 1986 changes to grantor 
trust rules, see Legislation, Federal, HR 3545 

Prepaid funeral expense trusts (RR) 6 


H 


Housing Act of 1937 Bonds 

Exemption from tax (US SupCt, cert grant) 10 

Project notes not exempt from excise taxes in- 
cluding federal estate tax (US SupCt) 106 


I 


Imputed interest 

Section 483 rates not appropriate to value intra- 
family installment sale for gift tax purposes 
(US TCM) 19; applicable to intra-family in- 
stallment sale for gift tax purposes (CA 7; rvs 
US TCM) 217 


Incidents of ownership 
See 
—Life insurance 


Individual Retirement Arrangements (IRAs) 
In general 214 

Contributions, deductibility 214 
Distribution of benefits 214 

—Taxation of distributions 214 


Information returns 

See also 

—Reporting requirements 
Form 990 ... 100 


Injunctions 
Public charity political expenditures, §7409 ... 
100 


Interest 
See also 
—Imputed interest 





Applicable federal rate, Technical and Miscel- 
laneous Revenue Act of 1988 amendments 
218 

Certificate of deposit interest, non-forfeitable at 
death, includible in gross estate (CA 10) 10 

Deduction for interest paid 

—Estate tax deduction for interest due on in- 
stallment payment of estate tax reduces 
amount of marital deduction available 
(TAM) 13, 15 

—Prearranged agreement between parent and 
child not bona fide debt obiigation (RR) 3 

Section 6166 interest on deferred estate tax lia- 
bility is deductible against pre-TRA 1986 al- 
ternative minimum taxable income (US TC) 
77 


Ireland 
Estate planning 167 
Gift and estate taxation 164 


Italy 
Estate planning 170 
Gift and estate taxation 169 


J 


Jointly-owned property 

Joint tenancy in community property state, 
community property entitled to basis step-up 
at death (RR) 7 

State law requirements must be met in order 
for qualified disclaimer of pre-1982 joint in- 
terests to be valid (US TC) 20 

Time limitation in which to make qualified dis- 
claimer against jointly-owned property begins 
day interest created, not at death of spouse 
(US TC) 20 

Two transfer treatment in states permitting par- 
tition of property at will, disclaimer at death 
of spouse valid (CA 7) 20 


Jurisdiction 

See also 

—Subject matter jurisdiction 

Domicile 203 

Dunning letter from District Director’s office to 
estate beneficiary not deficiency notice, Tax 
Court without jurisdiction (US TC) 18 

Estate planning, choice of law 205, 208 

Proceedings for tax lien enforcement, injunctive 
relief, challenges to termination assessment 
and revocation of exempt status 100 


K 


Kiddie tax 

Technical Corrections Act of 1987, see Legisla- 
tion, Federal, HR 3545 

Temporary Regulations 3 


L 


Legislation, Federal 


2636 ... 21 
2942 ... 96 
3545 ... 3, 5, 7, 16 


F350::..'21 


Legislation influencing by propaganda or other- 
wise 

See 

—Lobbying activities of §501(c)(3) organiza- 
tions 
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Levies 
Sham trust assets may be reached by IRS to 
satisfy taxpayer’s tax liability (CA 8) 16 


Life estates 
See 
—Retained life estates 


Life insurance 

Beneficiary of proceeds liable for estate tax at- 
tributable to inclusion of proceeds in gross 
estate (CA 11) 17 

Charitable remainder unitrust sale of non-in- 
come producing real property and investment 
of proceeds in life insurance on life of uni- 
trust recipient (PLR) 56 

Crummey trusts 51 

Gifts within three years of decedent’s death 

—Controlled company purchase of policy, later 
transferred to decedent’s family, includible in 
decedent’s estate (TAM) 103 

—Death benefit measure of adequate consider- 
ation in policy transfer (TAM) 104 

—Exchange of life insurance policy held in irre- 
vocable trust for another policy, inapplicabili- 
ty of pre-ERTA §2035 (TAM) 144 

—Husband’s policy on decedent’s life includ- 
able in decedent’s estate under §2035 where 
decedent involved in acquiring and paying for 
policy (CA 9) 192 

—Joint account payment of premiums for poli- 
cy on decedent owned by spouse, proceeds not 
includible in estate (US TCM) 11 

—Premiums paid for by decedent’s wholly- 
owned corporation on policy purchased by 
spouse, proceeds not includible in estate (US 
TC) 11 

Incidents of ownership 

—Cancellation and replacement of group-term 
policy with another, proceeds includible in 
estate where new policy not automatically re- 
assigned (CA 7) 13 

—Provision terminating upon divorce beneficial 
interest of spouse in irrevocable life insurance 
trust does not give insured incident of owner- 
ship (TAM) 144 

Life insurance trusts 134 


Lobbying activities of §501(c\3) organizations 

See also 

—Political expenditures of §501(c)(3) organi- 
zations excise tax, §4955 

Attempting to influence legislation 94 

Candidate rating activities 96 

Limitation of, see Legislation, Federal, HR 
2942 

Negative campaigning 94, 97 

Political campaign activities 94 

Political expenditure defined 98 

Pre-Revenue Act of 1987 law 95 

Reporting requirements under §6033(b) and 
penalty for failure to provide information 100 

Section 504 preclusion of public charity exemp- 
tion reclassification as social welfare organi- 
zation 97 


Losses 

Non-recognition of loss from sale of land be- 
tween trusts lacking separate operations, rule 
of economic loss under §165 (CA 7) 107 


Lump-sum distributions 

Amount distributed to decedent’s son and re- 
ported as capital gain includible in decedent’s 
estate (CA 4) 13 

Qualified retirement plans 213 

—Rollover v. 5-year averaging 213 





M 


Marital deduction (Estate tax) 

See also 

—Qualified terminable interest property 

Advance rulings for terminable interests (RP) 
18, 54, 145 

Controlling 51 percent portion of stock may be 
valued at amount greater than 51 percent of 
company’s value (US TC) 14 

Disclaimer of life estate will not result in spouse 
receiving deductible statutory share; state 
spouse’s allowance deductible under §2056 
(US TC) 14 

ERTA 1981 amendments 199 

Estate tax deduction for interest due on install- 
ment payment of estate tax reduces amount 
of marital deduction available (TAM) 13, 15 

Fair market value rather than §2032A value 
taken into account for satisfying marital 
share (TAM) 15 

Joint bank account with decedent’s son ineligi- 
ble terminable interest (CA 10) 14 

Marital share subject to no contest clause de- 
ductible (TAM) 14 

Net overpayments of income tax not estate as- 
sets and not eligible for marital deduction 
(CA 9) 18 

Portion of residuary estate qualifying for mari- 
tal deduction determined by considering ef- 
fect of QTIP election on estate tax liability 
(TAM) 191 

Qualifying requirements 199 

Savings clauses 85, 90, 91, 92 

Tax Court must independently determine dow- 
er claim’s enforceability under state law, 
bona fide settlement amount not deductible 
(CA 8) 14 

Taxes and expenses payable out of marital 
share, but paid by other family members, 
must reduce marital deduction amount (CA 
10) 14 

Technical and Miscellaneous Revenue Act of 
1988 amendments 218 

Unlimited deduction applicable where formula 
clause in 1980 will directs no more deduction 
than that sufficient to result in zero tax (US 
TC) 14 


Marital deduction (Gift tax) 

See also 

—Qualified terminable interest property 

ERTA 1981 amendments 199 

Qualifying requirements 199 

Technical and Miscellaneous Revenue Act of 
1988 amendments 218 


Marital deduction trusts 

Advance rulings on existence of general power 
of appointment in hands of surviving spouse 
(RP) 54 

Advance rulings (RP) 18 


Material participation 
See 
—Special use real property valuation election 


N 


Net gifts 

Encumbered property gifts v. net gifts 36, 38, 
39, 41 

Income tax consequences 36 

Pre-ERTA 1981 gifts within three years of 
death 

—Gift taxes paid by donee includible in donor’s 
gross estate (US TC) 11 





—Gift taxes paid by trusts in excess of dece- 
dent’s basis, income tax liability of decedent 
(US TC) 13 

Taxpayer’s intent 41 

TRA 1984 amendments 13 


Netherlands 
Estate planning 173 
Gift and estate taxation 170 


O 


Overpayment of tax 

Estate entitled to statutory interest rate for es- 
tate tax overpayment from time flower bonds 
tendered after BPD rejection of bond tender 
(US ClsCt) 17 

Net overpayments of income tax not estate as- 
sets and not eligibie for marital deduction 
(CA 9) 18 


P 


Partnerships 
Estate freezes 12, 67, 115, 124, 134, 190 
Satellite leasing partnerships 138 


Pension plans 

See also 

—Annuities 

—Deferred compensation plans 

—lIndividual Retirement Arrangements (IRAs) 

—Qualified retirement plans 

Charitable organizations as beneficiaries of re- 
tirement plans 216 

Simplified employee pension plans (SEPs) 215 

—Limitations on employer contributions 215 


Political expenditures of §501(c)(3) organiza- 
tions excise tax, §4955 

Constitutionality of tax 101 

Imposition of tax 97 

Injunctive relief to prevent further political ex- 
penditures 100 

Joint and several liability of organization man- 
agers 97 

Jurisdiction and venue in proceedings for tax 
lien enforcement and injunctive relief and 
challenges to termination assessment and ex- 
emption revocation 100 

Organization formed to promote candidacy or 
controlled by candidate 98 

Political expenditure defined 98 

Rate of tax 97 

Termination assessments in cases of flagrant po- 
litical expenditures, §6852 ... 99 


Pooled income funds 

Accumulated income from estate distributions 
to (RR) 105 

Spouse’s interest in fund qualifying as qualified 
terminable interest property 201 


Powers of appointment 

Advance rulings (RP) 18, 54, 145 

Estate tax marital deduction, general power of 
appointment trust qualifying for 200 

General testamentary power of appointment 
may be limited to creditors of powerholder’s 
estate or to powerholder’s descendants (PLR) 
217 

Lapse of power, constructive addition to trust 
146 

Resignation of co-trustee/beneficiary not re- 
lease of general power where power exercisa- 
ble only with consent of other co-trust- 
ee/beneficiary (TAM) 19 

Special power of appointment release and trust- 
ee power to distribute income to children 





ESTATES, GIFTS AND TRUSTS JOURNAL—1988 INDEX 





Powers of —Contd. 

Special power—Contd. 
elimination did not affect grandfathered sta- 
tus of trusts (PLR) 22 

Special testamentary power of appointment ex- 
ercise not taxable transaction subject to gen- 
eration-skipping transfer tax (PLR) 22 

Testamentary power of appointment retained in 
grantor retained interest trust reduces value 
of remainder but does not effect completeness 
of gift (PLR) 18 


Preferred stock 

See also 

—Recapitalizations, corporate 

Retention of liquidation and dividend prefer- 
ence on nonvoting stock after transfer of vot- 
ing stock to irrevocable trust not retained life 
estate (US TCM) 12 


Prior transfers credit against estate tax 
See 
—Estate tax credit for tax on prior transfers 


Probate 

Oklahoma non-claim statute violates due pro- 
cess clause of U.S. Constitution by failing to 
require actual notice (US SupCt) 146 


Property in which decedent had an interest 

Certificate of deposit interest, non-forfeitable at 
death, includible in gross estate (CA 10) 10 

Checks delivered, but not cashed, prior to dece- 
dent’s death not complete gifts, amounts in- 
cludible in gross estate (CA 7) 10 

Death benefits 185 

Housing Act of 1937 Bonds exemption from tax 
(US SupCt, cert grant) 10 

Quitclaim deed executed in favor of decedent 


effectively conveyed interest in real property 
to him before death (US TC) 10 


Public charities 

Injunctive relief to prevent further political ex- 
penditures 100 

Lobbying activities 94 

Political expenditures 97 

Section 504 preclusion of exemption reclassifi- 
cation as social welfare organization 97 


Publications 

“18th Annual Estate Planning Institute Course 
Handbook,” Practicing Law Institute 109 

“1987 University of Southern California Law 
Center Tax Institute,” Major Tax Planning 
58 

“Brentmark Charitable Financial Planner,” 
Brentmark Software 194 

“Brentmark IRS Interest and Penalties Calcu- 
lator,” Brentmark Software 194 

“Choice Must be Made Between Income and 
Estate Tax for Charitable Contributions,” 
Tax. Accts. 109 

“Choice of Business Entity After the Tax Re- 
form Act of 1986: The Brave New World,” 
Review of Taxation of Individuals 80 

“Choosing Estate Planning Software for Your 
Practice: Eight Programs Compared,” Estate 
Planning 58 

“Comment on the ABA Tax Section Task 
Force Report on Transfer Tax Restructuring, 
A” Tax Lawyer 220 

“Coping with the Excess Distribution Tempo- 
rary Regulations,” Journal of Taxation 110 

“Demystifying the New Fiduciary Alternative 
Minimum Tax,” Trusts & Estates 195 

“Disability Planning for Executives and Profes- 
sionals, Report of Committee E-4,” Real 
Property, Probate and Trust Journal 220 





“Escaping the Lobster Trap: Estate and Income 
Tax Planning with Qualified Retirement Plan 
Benefits,” Review of Taxation of Individuals 
195 

“Estate Planning for the Professional Corpora- 
tion Shareholder,” Journal of Taxation 58 

“Estate Planning,” Practicing Law Institute 
109 

“Estate Taxation of Life Insurance Transfers: 
The Impact of the Tax Reform Act of 1976 
Still Ignored Twelve Years Later,” Tax Law- 
yer 220 

“Financial Planning After the Tax Reform Act 
of 1986,” BNA Books 148 

“How to Build a Successful Estate Practice,” 
The Lawyers Co-operative Publishing Co. 
194 

“Interest Deductions Under the Tax Reform 
Act of 1986; A Review of the Temporary 
Treasury Regulations,” Review of Taxation 
of Individuals 109 

“International Estate Planning: The Danger of 
Taxation at Death by More than One Coun- 
try,” Probate and Property 195 

“IRS Expands Definition of Gift to Launch 
New Attack on Two Estate Freezing Tech- 
niques,” Estate Planning 220 

“LARGE WEALTH Strategic Tax and Estate 
Planning,” The Michie Company 194 

“New Generation-Skipping Trust Checklist,” 
Review of Taxation of Individuals 80 

“Personal Financial Planning Handbook,” 
Warren, Gorham & Lamont Inc. 109 

“Regs. Show How to Reduce the Excise Tax on 
Excess Plan Distributions and Accumula- 
tions,” Estate Planning 148 

“Report on Transfer Tax Restructuring,” The 
Tax Lawyer 195 

“Revised ESOP Provision Still Provides Sub- 
stantial Estate Tax Deductions,” Estate Plan- 
ning 110 

“Should I Create a Trust for my Child?” Pro- 
bate and Property 80 

“Steps to Avoid the Impact of the 15% Excise 
Tax in Excess Plan Distributions,” Journal of 
Taxation 58 

“Tax Planning Forms for Businesses and Indi- 
viduals,” Warren, Gorham & Lamont Inc. 80 

“Treating Chiidren Equally: Estate Planning 
for the Family Business or Farm,” Probate 
and Property 80 

“Tripartite Will: A New Form of Marital De- 
duction, The” Trusts & Estates 148 

“Using a Partnership Freeze to Shift Future 
Appreciation and Corporate Assets,” Journal 
of Taxation 196 

“Using ‘Delaware Tax Trap’ to Avoid Genera- 
tion-Skipping Taxes,” Journal of Taxation 
110 

“Using the Service’s New Handbook for Estate 
Tax Examiners,” Journal of Taxation 148 

“Valuation of Assets: A Life or Death Dilem- 
ma,” Real Property, Probate and Trust Jour- 
nal 195 

“Valuation of Closely-Held Business Interests,” 
Practical Drafting 195 


Q 


Qualified retirement plans 

See also 

—Annuities 

—Deferred compensation plans 

—Individual Retirement Arrangements (IRAs) 
—Pension plans 

In general 210 

Annuities 212, 213 

Death benefits 212 

—Federal estate taxation 214 





—Federal income taxation 214 
Defined benefit plans 210 
—Employer contributions 211 
—Social Security integration 211 
Defined contribution plans 211 
—Employer contributions 211 
—Social Security integration 211 
Distributions 

—Income taxation of 212 
—Timing of 212 

ESOPs 212 

Excess distributions, excise tax on 213 
Loans to plan participants 214 
—TRA 1986 amendments 214 
Lump-sum distributions 213 
—Rollover v. 5-year averaging 213 
Money purchase plans 211 
Penalty on early withdrawals 213 
Profit sharing plans 211 
Retirement benefits, forms of 212 
Section 401(k) plans 212 

Stock bonus plans 211 

Vesting 210 


Qualified Subchapter S trusts 

Separate shares for different beneficiaries enti- 
tled to receive specified portion of trust in- 
come recognized as separate QSSTs (PLR) 
145 

TRA 1986 technical corrections 145 


Qualified terminable interest property 

See also 

—Marital deduction (Estate tax) 

In general 199 

Discretionary distribution of income trust re- 
formed after decedent’s death to permit dis- 
tribution of all net income not eligible for 
QTIP deduction (TAM) 15 

Disqualification of QTIP trust, trust income ac- 
crued or held undistributed at death of sur- 
viving spouse not payable to spouse’s estate 
199 

ERTA 1981 provisions 199, 201 

Estate planning 202 

Formula clause planning upset when hitherto 
unknown prior gift by decedent becomes 
known may not be corrected (PLR) 14 

Pooled income fund, spouse’s interest in 201 

Potential estate tax payment from trust if QTIP 
election not made does not reduce marital 
deduction where QTIP election is made 
(TAM) 191 

Qualified income interest for life 201 

Qualifying requirements 199 

Trustee discretion to distribute income in case 
of incompetency or disability of spouse does 
not invalidate QTIP trust (TAM) 15 


R 


Rates of taxes 

Estate and gift taxes 181, 182 

—Effective rates of state gift and death taxes 
204 

—Revenue Act of 1987 amendments 7 

Political expenditures of §501(c)(3) organiza- 
tions excise tax, §4955 ... 97 


Real property 
Bargain sales to charity 23 


Recapitalizations, corporate 

See also 

—Estate freezes 

Disproportionate share of income or rights re- 
tention by transferor, §2036(c) 67 
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Recapitalizations, corporate—Contd. 

Failure to convert preferred stock to common 
thereby increasing value of common stock 
transferred is taxable gift (TAM) 18 

Gift tax consequences of failure to protect right 
to non-cumulative dividends on preferred 
stock received (TAM) 19 


Redemptions of corporate stock 

See also 

—Death tax payment redemptions, §303 

Estate freezes, disproportionate share of income 
or rights retention by transferor, §2036(c) 67 

Substantially disproportionate redemption of 
stock test, application to voting and non-vot- 
ing common stock on aggregate basis (RR) 
56 


Regulations 

Excess qualified retirement plan distributions, 
§4981A, Temporary Regulations 71 

Generation-skipping transfer tax, Temp. Regs. 
146 

Kiddie tax, Temp. Regs. 3 


Related party transactions 

Loss from sale of land between trusts lacking 
separate operations allowable under §267 dis- 
allowed under rule of economic loss of §165 
(CA 7) 107 


Religious organizations 

Fixed donations to Church of Scientology in 
return for participation in religious practices 
deductible as charitable contribution (CA 8) 
4 


Remainder interests 

Retention of right to sell stock to third party 
does not affect completeness of gift of stock 
remainder interest, value of remainder not 
diminished (PLR) 19 

Valuation of charitable contribution with chari- 
ty and individual as tenants in common (RR) 
20 


Reorganizations, corporate 
Estate freezes 134 


Reporting requirements 

Form 990 annual information return for public 
charities, requirements under §6033(b) 100 

Penalty under §6652(c) for public charity’s fail- 
ure to provide required information under 
§6033(b) 101 


Retained life estates 

Death benefit plan distributions, includibility in 
decedent’s estate 185, 187 

—Majority control over corporation does not 
cause non-qualified death benefits to be in- 
cluded in decedent’s estate (TAM) 12, 186 

Estate freezes, disproportionate share of income 
or rights retention by transferor, §2036(c) 63 

—Annual gift tax exclusion ineligibility 67 

—Bona fide sale of remainder interest 121 

—Definitions 120, 123, 142 

—Gifts within three years of decedent’s death 
66, 121 

—Grandfather provision 64 

—Legislative history 117 

—Requirements 64 

—Sales to family members 65, 120 

—Spouses 66, 121 

—Stock options 126 

—Substantial interest 118, 120, 142 

—Text of subsection 141 

—Transfers for insufficient consideration, 
§2043 ... 122 





—Valuation of property for estate tax purposes 
70 

One-half of community property-based trust 
amount for which decedent had life estate 
includible in estate, minus §2043 consider- 
ation received (US ClsCt) 12 

Preferred stock liquidation and dividend prefer- 
ence retained after transfer of voting stock to 
irrevocable trust not retained life estate (US 
TCM) 12 

Purchase of life estate characterization not sup- 
ported by structure of transaction, trust in- 
cludible in gross estate (CA 6) 53 

Real property transferred to limited partner- 
ship, inclusion in decedent’s estate under 
§2036(a) (TAM) 190 

Stock placed in trust in exchange for note, divi- 
dends from stock used to pay off principal 
and interest, deemed purchase with retained 
life estate (CA 6) 12 


Returns 

See 

—Information returns 
—Reporting requirements 


Revenue Act of 1987 

Estate and gift tax rates, see Legislation, Feder- 
al, HR 3545 

Estate freezes, disproportionate share of income 
or rights retention by transferor, §2036(c) 
1263; 11S 

—Definitions 120, 123, 142 

—Legislative history 117 

—Technical corrections 122, 125, 218 

—Text of subsection 141 

Estate tax deduction for employer securities 
sold to ESOP, §2057 ... 15 

Political campaign and lobbying activities of 
§501(c)(3) organizations 94 


Revocable transfers 

See also 

—Savings clauses 

Death benefit plan distributions, includibility in 
decedent’s estate 185, 187 

—Majority control over corporation does not 
cause non-qualified death benefits to be in- 
cluded in decedeni’s estate (TAM) 12, 186 


S 


S corporations 

See also 

—Qualified Subchapter S trusts 
Estate freezes 68, 124, 138 


Sales 

See also 

—Bargain sales to charity 

Encumbered property 30 

Estate freezes 68, 122, 131 

—Full and adequate consideration 122 

—lInstallment sales 131 

Fair market value, effect on amount realized in 
transfer of encumbered property 34 

Intra-family installment sales, §483 interest 
rates not appropriate to value sale for gift tax 
purposes (US TCM) 19; §483 interest rates 
applicable for gift tax purposes (CA 7; rvs 
US TCM) 217 

Joint purchase arrangements 133 

Remainder interest, sale of 132 


Savings clauses 

In general 83 

Adjustment clauses, alteration of transfer terms 
86, 88, 93 

Arm’s-length transactions 86 





Buy-sell agreements 85 

Charitable deductions 84, 85, 89 

Charitable remainder trusts 84, 85, 89, 90 

Clifford trusts 90 

Condition subsequent following adverse judicial 
determination 83 

Discretionary income trusts 92 

Disqualification of charitable lead annuity trust 
containing commutation clause prevented by 
savings clause (GCM) (TAM) 53 

Estate freezes 88 

Estate planning 91, 92 

Gift tax avoidance 83, 86, 88 

IRS position 84 

Marital deductions 85, 90, 91, 92 

Modification of fiduciary powers to qualify for 
deductions 89 

Recharacterization of transfer upon IRS valua- 
tion of property 87 

Revocation clauses 84, 88 

Transferor’s intent, evidence of 90, 92 

Valuation definition clauses 89 


Section 303 stock redemptions 
See 
—Death tax payment redemptions, §303 


Section 306 stock 

Charitable contribution (US TC) 4 

—Charitable income tax deduction limited to 
stock basis 192 


Section 501(c\3) organizations 

See also 

—Lobbying activities of §501(c)(3) organiza- 
tions 

—Political expenditures of §501(c)(3) organi- 
zations excise tax, §4955 

Limitation of political activities, see Legisla- 
tion, Federal, HR 2942 

Political: campaign and lobbying activities of 
public ci:arities, Revenue Act of 1987 
prohibitions 94 

Qualifying requirements 94 


Self-dealing excise tax, §4941 

In general 24 

Bargain sales of real property subject to encum- 
brance 24 


Separate share rule 

Separate shares for different beneficiaries enti- 
tled to receive specified portion of trust in- 
come recognized as separate QSSTs (PLR) 
145 


Spain 
Estate planning 175 
Gift and estate taxation 173 


Special use real property valuation election 

Brother-in-law and cousin not qualified heirs, 
participation by decedent mere passive rental 
activity (US TC) 9 

Court-appointed bank conservator and tenant 
farming activities deemed to be material par- 
ticipation (CA 8) 2 

Disclaimer of interest not qualified, election in- 
valid when property received by non-qualified 
heir (US TC) 9 

ERTA 1981 transition rules for late election 
only available to taxpayers with timely filed 
estate tax returns (CA 6) 9 

Estate may not elect §2032A in untimely estate 
tax return for decedents dying before 1982 
(US TC) 9 

Failure to file timely recapture agreement re- 
sults in rejection of §2032A election (US TC) 
9 
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Special use—Contd. 

Fair market value rather than §2032A value 
taken into account for satisfying marital 
share (TAM) 15 

Farm held by testamentary trust for nieces, 
without stating disposition of property if they 
did not survive, eligible for election (TAM) 
10 

Making residence on farm plus continuous in- 
spection and marketing of crops constitute 
material participation (US TC) 9 

Section 2035 interaction with §2032A (RR) 11 

Stepdaughter does not meet qualified heir re- 
quirement (CA 7) 9 


Spouses 

See also 

—Qualified terminable interest property 

Estate freezes 66, 67 

Lease of property by surviving spouse to family 
members 

—Technical and Miscellaneous Revenue Act of 
1988 amendments 218 

Rollover of qualified retirement plan distribu- 
tion to spousal IRA, applicability of §4981A 
taxes 75 


State and local laws 

Domicile 203 

—California law 204, 207 

—New York law 204, 207, 208 

Probate laws 

—Oklahoma non-claim statute violates due pro- 
cess clause of U.S. Constitution by failing to 
require actual notice (US SupCt) 146 

Qualified disclaimer of pre-1982 joint interests 
valid only if local law requirements met (US 
TC) 20 


State and local taxes 
Estate taxation 204 
—Florida law 205 

—New York law 205 
—Rates of taxes 205 

Gift taxation 204 

—Rates of taxes 205 
Income taxation 
—California law 204 
—New York law 204, 209 


State death taxes credit 
Effect of federal credit on state death taxes 205 


Statute of limitations 

Co-executor waiver of limitations period effec- 
tive against non-signing co-executor (CA 6) 
17 

Filing of non-fraudulent gift tax return runs 
statute with respect to non-reported gifts in- 
curred during year (TAM) 77 


Stock 

See 

—Recapitalizations, corporate 
—Redemptions of corporate stock 
—Section 306 stock 

—Valuation 


Stock purchase agreements 

Non bona fide business purpose stock purchase 
agreement does not fix value of decedent’s 
stock (TAM) 8 


Subject matter jurisdiction 

Court of Appeals may not forgive interest and 
penalties run against taxpayer, jurisdiction 
limited to review of Tax Court decisions (US 
SupCt; rvs) 16 





Sovereign immunity doctrine blocks District 
Court from hearing suit involving plan to 
elect pre-TRA 1976 §6166 provisions (CA 5) 
16 


Supreme Court of the United States 

Housing Act of 1937 Bonds not exempt from 
federal estate tax 106 

Oklahoma non-claim statute violates due pro- 
cess clause of U.S. Constitution by failing to 
require actual notice 146 


Switzerland 
Estate planning 177 
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